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INTRODUCTION
Beck et al.: Developing Revenue Managers: A Challenge for the Lodging Industry
Increasingly, revenue management (RM) is being widely recognized as an
important marketing and pricing strategy in the lodging industry. The methods for
managing revenue to maximize income and profits has changed as the use of technology
has helped management track and forecast demand in an increasingly competitive
marketplace. This increased use of revenue management, combined with an evolution in
the practices of forecasting, channel distribution and management, yield management
pricing, and total property management, has generated the need for trained, skilled
individuals who can execute the revenue management system. Such individuals can
become valuable contributors to the bottom line profits of the hotel and the value of its
asset.
This growing demand for knowledgeable staff has placed a spotlight on the
practice of revenue management, resulting in the need to identify critical revenue
management activities and what development is necessary for revenue managers to
successfully undertake those critical activities. While the private sector has been more
proactive in understanding the impact of these activities on their marketing function,
there is a dearth of empirical data on these activities in the academic hospitality literature.
This is most likely a result of the fact that this need for skilled, professional revenue
managers is a relatively recent trend. The objective of this study, then, is to determine
the activities important to revenue managers for success in their positions, and to
determine what areas of training managers feel are needed to develop into knowledgeable
and capable revenue management professionals. Specifically, the purpose was to identify
the underlying dimensions of activities important to successful revenue management
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level in identified revenue-management activities. Thus, we attempted to suggest areas
for improving the performance of the revenue management profession by using the
importance-performance gap analysis.
LITERATURE REVIEW
Cullen and Helsel define revenue management as the ‘…art and science of
predicting real-time customer demand at the micro market level and optimizing the price
and availability of products to match that demand’. (2006, p. 8). Another well-known
definition describes the practice of revenue management by ‘selling the right product at
the right price at the right time to the right customer’ (Choi & Kimes, 2002). Still others
relate RM to yield management noting that the objective of yield management is to
maximize the revenue or yield of the firm. Yield management with dynamic pricing is a
standard practice that firms use for revenue management, particularly in businesses that
have a fixed amount of non-storable, non-transportable, perishable resources available for
sale, such as hotel capacity. (Schutze, 2008)
Upchurch, Ellis, and Seo (2004) discuss the process of yield management,
identifying the basic elements comprising the yield management process, in the lodging
industry. They identified four skill clusters in the process: [1] supply cycle
characteristics, [2] pricing management tactics, [3] usage cycle characteristics, and [4]
supply-demand (forecasting) cycle characteristics. Their study surveyed general
managers, front office managers, and reservation managers. Many lodging companies
have added revenue analyst, revenue manager, and director of revenue management
positions to their property organization charts. Based on the property’s complexity of
https://scholarworks.umass.edu/refereed/Sessions/Friday/19
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that RM activities differ from property to property. This diversity in activity and the lack
of qualified candidates draws attention to the practice of revenue management, and the
importance of critical revenue management activities and the time allocated to those
activities.
Although lodging revenue management has been studied extensively (Choi &
Cho, 2000; Griffin, 1995; Griffin, 1996; Jauncey, Mitchell, & Slamet, 1995; Lieberman,
1993; Donaghy, McMahon, & McDowell, 1997; Jones & Hamilton, 1992; Okumus,
2004; Upchurch, Ellis, & Seo, 2002), most studies have generally focused on the [1]
strategic implementation of revenue management and/or [2] the processes followed by
the revenue manager to complete his or her job. For example, Choi and Kimes (2002)
used computer simulation to test the performance of commonly used RM forecasting and
optimization methods. On the other hand, Jauncey et al (1995) concentrated on
identifying the central meaning of the term “yield management” (which is sometimes
used as a surrogate for revenue management).
More recently, considerable attention has been directed towards better
understanding the impact of RM on customer relationship management (CRM) (Mauri,
2007; Milla & Shoemaker, 2008). They conclude that the customer will be the driving
force in future RM efforts, whereas the search for technological solutions to improve RM
techniques has driven past RM efforts. However, the simultaneous use of customer
centric marketing and revenue management can create conflicts and perceived unfairness
for customers (Mathies & Gudergan, 2007).
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market, and the myriad of new distribution channels, developing and implementing a
centralized RM strategy has become contextually complex and challenging (Okumus,
2004). “I don’t think simplifying is possible with the quantity of channels…I can
produce 16 different [rate] categories in one building with 16 different experiences.”
(Elizabeth Cambra in Hotel & Motel Management, 2007, p. 36).
No studies to date have focused on the activities of revenue managers and the
time they spend in their daily activities. This research is designed to take an initial step in
filling this void. The primary objective is, therefore, to identify the skills necessary for
success in the revenue management profession, from the perspective of those in the
profession – i.e. the revenue managers.
METHODOLOGY
Using Moncrief’s (1986) and Beck & Knutson’s methodologies (2006) as guides,
a questionnaire tailored to the revenue management function was developed.
The questionnaire contained activities a revenue manager might undertake in that
position. These items were adapted from the job description for a revenue manager from
an internationally recognized lodging company. The revenue managers were asked to
identify the importance of each item toward their success in their current position and the
level of need for training. Respondents were requested to complete demographic
information. Age, current job title, number of hours worked per week, salary, work
experience, and education history were solicited.
Prior to launching the online survey, leaders in the revenue management
discipline from various sized hotel companies were asked to review the questionnaire for
https://scholarworks.umass.edu/refereed/Sessions/Friday/19
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minor changes were made to enhance the clarity of the questionnaire.
A web-based survey, using SurveyMonkey.com was created to collect responses
in an efficient manner. Lodging executives from a variety of companies in the United
States were contacted, and asked to disseminate the Survey Monkey web link to the
managers responsible for the revenue management function both at the corporate /
regional level and at the property level. A pre-alert email was sent to potential
respondents, advising them a web based survey link would be arriving in their email
boxes within a week. Respondents were given an incentive from the Hospitality Sales and
Marketing Association International (HSMAI) to complete the survey.
RESULTS AND DISCUSSION
A total of 289 respondents responded to the web-based survey during May 2008.
Some respondents skipped various sections of the questionnaire and simply clicked on
the submit button. The database of the web-based survey counts any submission,
complete or not, as one of the responses. It was necessary, then, to delete responses with
missing data when the item completion rate was less than 90%. Therefore, 31% of the
289 responses were deleted, based on this criterion. As a result, our analyses were based
on 197 respondents.
Sample Characteristics
A demographic profile of the respondents is shown in Table 1. In general, the
responding sample was relatively young and well educated. The average age of
respondents was 37 years old. Nearly 75 percent of the respondents had either an
associate, undergraduate, or graduate degree. In fact, about nine percent of respondents
Published by ScholarWorks@UMass Amherst, 2009
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with half of this group reporting an annual salary of at least $80,000. The majority of
respondents held the titles of Director of Revenue Management (42.4%) or Revenue
Manager (39.6%). Respondents had working experience averaging 7.2 years in the hotel
industry including 5.2 years’ working experience in the revenue management profession.
Table 1. Profile of respondents (N = 197)
Demographic variables

Descriptions

Responses

Age

29 years or younger
30 – 39 years
40 – 49 years
50 – 59 years
60 years or older

15.1%
52.1%
27.1%
5.2%
.5%

Level of Education Received

High school degree
Associate’s degree
Some college
Undergraduate degree
Graduate degree

5.2%
6.9%
20.1%
59.2%
8.6%

Position Title

Director of RM
Revenue Manager
Sales/Marketing on Property
Corporation Level RM & Marketing
Other (Regional Managers, Consultants)

42.4%
39.6%
9.0%
2.1%
7.0%

Salary

Under $50,000
$50,000-$59,999
$60,000-$69,999
$70,000-$79,999
Over $80,000

16.1%
15.0%
21.2%
17.1%
30.6%

Working experience in the hotel industry (average)

7.2 years

Working experience in RM (average)

5.5 years

Working Hours Per Week

Less than 40 hours
40 – 49 hours
50 – 59 hours
60 hours or longer

1.6
19.9
52.9
25.7

Exploratory Factor Analysis for Revenue Management Activities
https://scholarworks.umass.edu/refereed/Sessions/Friday/19
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activities important to successful revenue management performance. We used the
Exploratory Factor Analysis (EFA) technique to identify factors of important activities to
successful revenue management performance.
EFA refined the scale by revealing which items could be dropped, as they contributed
little to the presumed underlying factor matrix (Tabachnick & Fidell, 1997). For the
procedure of EFA to be considered worthwhile, Tabachnick and Fidell recommended the
Kaiser-Meyer-Olin (KMO) value of .6 or above and their requirements for a significant
chi-square value on Bartlett’s test. The value obtained here of .81, that is significant at
the p < .01 level, well exceeded this limit, as shown in Table 2. By using principal
components analysis, Varimax rotation, Kaiser’s eigenvalues greater than one rule, and
the scree test (Ferguson & Cox, 1993), it was possible to retain six factors that gave the
most interpretable solution. For a parsimonious measure, we eliminated items, based on
the following statistical criteria (Hatcher, 1994; Tabachnick & Fidell, 1997): 1) an
average corrected item-to-total correlation below .35; 2) an average inter-item correlation
below .2; 3) factor loading below .45; 4) items with cross-loading greater than .4 on more
than one factor. As a result, a total of 24 items consisting of six factors were extracted.
The accepted six-factor solution demonstrated good sizes of factor loadings on all factors.
Factor 1 (Mean = 4.1) consisting of seven items was named as “Communicating
Effectively.” All managers must be able to communicate effectively in their positions
however; the revenue manager must also be able to influence others to accept their
recommendations for pricing and inventory management. The majority of their
communication is toward superiors (general managers and owners) or others who
Published by ScholarWorks@UMass Amherst, 2009
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manager. Their factor loadings ranged from .52 and .77, and accounted for 14.9% of the
variance. Factor 2 (Mean = 3.8) comprised of the five items was labeled as “managing
daily activity.” One of the most important activities a revenue manager undertakes is
managing the pricing and inventory strategy of the property. When you consider that
many revenue managers revenue manage multiple properties, and / or have reports to
complete and review with the key stakeholders, time management becomes critical. The
factor loadings for this factor ranged from .55 to .76, and explained an additional 11.6%
of the variance. We called Factor 3 (Mean = 3.9) “leading the revenue team”. This factor
describes the revenue manager’s role in taking the dynamic information of the market
place and the input of others to make necessary ongoing decisions. The four items in this
factor had factor loadings ranging from .57 to .73, accounting for 10.2% of the variance.
Factor 4 (Mean = 4.6) named “analyzing trends” consisted of four items with factor
loadings of .5 to .76, accounting for 8.8% of the variance. This factor had the strongest
reliability, and speaks to the core of the RM function. It includes analyzing information
from various sources to make strategic pricing and inventory decisions for the property.
Factor 5 (Mean = 4.4) comprised of two items represented “professionalizing the RM
profession” with factor loadings of .71 to 76, and accounted for 8%. Being a relatively
new discipline, there is a need by the revenue manager to demonstrate professionalism ,
while developing his or her skills in the area of revenue management. Factor 6 (Mean =
4.7) was labeled “developing effective RM strategies” While Factor 6 has the two
remaining items, it has the highest mean value, among all six identified factors. This
means that respondents felt activities relating to developing effective RM strategies” was
https://scholarworks.umass.edu/refereed/Sessions/Friday/19
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overall success of the lodging property. Two items belonging to this factor had factor
loadings of .72 and .77, accounting for 6.9% of the variance.
Table 2. Results of exploratory factor analysis: Importance for successful RM (N = 197)
Items (24 items)
1
Factor 1. Communicating effectively
Develop and deliver effective presentations to all
stakeholders.
Develop and deliver effective presentations.
Demonstrate flexibility in verbal debate regarding
strategies and tactics.
Influence others to accept your ideas.
Establish credibility with the hotel’s Managing
Committee.
Articulate complex strategies or topics in a clear and
concise manner (written and oral).
Facilitate and lead business revenue review
meetings.
Factor 2. Managing daily activity
Manage/monitor Internet systems to maintain
consistency with property strategies.
Maintain property Web site.
Develop reports, memo and other written
communications.
Mentor/coach reservations and front office personnel
in revenue management strategies.
Timely completion of all revenue management
reports.
Factor 3. Leading the revenue team
Establish order and organization.
Determine a quick and easy course of action.
Listen to and understand what others are saying.
Remain with a project or task until completion.
Factor 4. Analyzing trends
Interpret market trends as they relate to your
property.
Analyze and identify trends.
Match group and transient market needs with hotel
needs.
Work closely with DOS to determine viability of
both short and long term group bookings from a
pricing and availability perspective.
Factor 5. Professionalizing the RM professions
Demonstrate professionalism and composure.
Develop personal knowledge, skills and abilities in
Revenue Management.
Factor 6. Developing effective RM strategies
Generate and organize short and/or long-term
strategies.
Develop and implement revenue strategies.
Eigenvalue
Variance explained (%)
Mean
Publishedcoefficient
by ScholarWorks@UMass Amherst, 2009
Reliability

2

Factor Loadings
3
4

5

6

0.765
0.742
0.651
0.616
0.571
0.571
0.518

0.755
0.754
0.639
0.596
0.546
0.729
0.696
0.663
0.570
0.755
0.694
0.676
0.501

0.762
0.710

0.777
3.3
14.9
4.1
0.81

2.5
11.6
3.8
0.73

2.2
10.2
3.9
0.71

1.9
8.8
4.6
0.82

1.7
8.0
4.4
0.61

0.721
1.5
6.9
4.7
0.62

9

KMO=.81 (χ2 = 1301.8, p<.05), Total variance explained = 60.2%

International CHRIE Conference-Refereed Track, Event 19 [2009]

The overall reliability of the six-factorial scale was calculated using Cronbach’s
Alpha; values greater than .7 are taken to indicate an acceptable level of reliability
(Bryman & Cramer, 1997; Nunnally, 1978). Four factors had a score greater than .70
while Factor 5 and Factor 6 had less acceptable reliability of .61 and .62 respectively, as
shown in Table 2. This may be due to the fact that these two factors only included two
items.
Gap Analysis
For any organization, training need is identified often, by examining the gap
between desired outcome and current performance or between the importance of
knowledge and skills and their respective current performance. David, Misra & Auken
(2002) observed that such a gap analysis has important benefits in assessing outcomes,
because the data itself presents actionable results and creates a basis for comparison or
improvement. To suggest areas for improving the performance of the revenue
management profession, we followed the importance-performance gap analysis approach.
In this regard, it is essential first to identify activities important to success in the revenuemanagement profession, then to compare these scores with the scores obtained from
training required for these identified activities. Although we did not directly ask
respondents to evaluate the training effectiveness of programs in the identified revenuemanagement activities, we believe it is reasonable to treat our perceptual responses in the
training areas as the current status of training performance for the revenue-management
profession. Accordingly, in our current study, we used gap analysis to measure

https://scholarworks.umass.edu/refereed/Sessions/Friday/19
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In our current study, respondents initially were asked how important each of 40
activities was for successful revenue-management performance and in which of these
areas they believed required additional training. Forty items measuring activities
important to successful revenue-management performance were reduced to 24 statements
from the EFA result, as explained above. This gap analysis thus comprises two sets of 24
statements on a five-point Likert scale, and has the ability to give gap scores in the range
of -4 to +4. We reversed scores for items relating to training needs, so that 1 can
represent “much training necessary” while 5 represents “no additional training needed.”
This reversal was done for better interpretation, because the positive number of the gap
now reflects areas required for additional training in the revenue-management profession.
A paired sample t-test was used to determine whether there is significant difference
between the mean values of revenue-management activities based on two criteria, namely
importance, and their training performance for the current revenue-management
profession. As shown in Table 3, discrepancies between these two sets were all positive
numbers, indicating room for improvement in the revenue-management profession by
providing relevant training in identified important activities. In fact, all of 24 items
showed statistically significant gaps at the p < .05 level.
Table 3 also highlights comparisons of the following six dimensions in terms of
gap scores: 1) communicating effectively, 2) managing daily activity, 3) leading the
revenue team, 4) analyzing trends, 5) Professionalizing RM professions, and 6)
developing effective RM strategies. By analyzing and comparing gap score sizes among
Published by ScholarWorks@UMass Amherst, 2009
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Table 3 A Gap Analysis of revenue manager’s perception of importance contrasted with the trained level for activities toward
successful revenue management performance: two-pared t-test (N = 197)
Importancea
Factor 6. Developing effective RM strategies
4.69
Develop and implement revenue strategies.
4.76
Generate and organize short and/or long-term strategies.
4.62
Factor 4. Analyzing trend
4.56
Analyze and identify trends.
4.63
Work closely with DOS to determine viability of both short and long term group bookings from a
4.55
pricing and availability perspective.
Match group and transient market needs with hotel needs.
4.54
Interpret market trends as they relate to your property.
4.53
Factor 5. Professionalizing the RM professions
4.42
Develop personal knowledge, skills and abilities in Revenue Management.
4.47
Demonstrate professionalism and composure.
4.38
Factor 1. Communicating effectively
4.11
Establish credibility with the hotel’s Managing Committee.
4.54
Articulate complex strategies or topics in a clear and concise manner.
4.35
Influence others to accept your ideas.
4.13
Facilitate and lead business revenue review meetings.
4.08
Demonstrate flexibility in verbal debate regarding strategies and tactics.
4.06
Develop and deliver effective presentations to all stakeholders.
3.92
Develop and deliver effective presentations.
3.69
Factor 2. Managing daily activity
3.84
Timely completion of all revenue management reports.
4.09
Mentor/coach reservations & front office personnel in revenue management strategies.
4.01
Manage/monitor Internet systems to maintain consistency with property strategies.
3.95
Maintain property Web site.
3.66
Develop reports, memo and other written communications.
3.48
Factor 3. Leading the revenue team
3.90
Listen to and understand what others are saying.
4.21
Remain with a project or task until completion.
3.89
Establish order and organization.
3.77
Determine a quick and easy course of action.
3.70
NOTE: a 1=least important, 5=most important; b 1=much training necessary, 5= no additional training needed; *p≤.
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Revenue Management Activities Means
Training Need b
Paired
t-value
differences
1.78
2.91
39.41
1.73
3.03
35.12
1.82
2.80
31.27
1.97
2.59
42.34
1.72
2.91
38.45
2.29
2.26
23.77
1.96
1.94
2.57

2.58
2.59
1.85

2.14
3.00
2.45

2.33
1.38
1.66

2.43
2.22
2.70
2.37
2.63
2.34
2.34
2.71

2.11
2.13
1.43
1.71
1.43
1.58
1.35
1.13

2.89
2.55
2.70
2.51
2.93
3.02

1.20
1.46
1.25
1.15
0.55
0.88

2.97
3.15
3.02
2.91

1.24
0.74
0.75
0.79

27.85
28.54
20.25
20.97
13.39
21.86
19.90
21.83
13.12
15.93
13.64
13.46
11.48
12.95
9.79
11.88
9.93
8.36
4.16
9.10
10.24
6.02
6.08
6.18
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000*
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000*
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management profession training needs in terms of hierarchical orders. For example,
activities in “developing effective RM strategies” was shown to have the largest gap
score (mean difference = 2.91), followed by “analyzing trends”(mean difference = 2.59)
and “professionalizing RM professions” (mean difference = 1.86).
Interestingly, respondents identified activities relating to “developing effective
RM strategies” as a most important dimension (M = 4.69) as well as the dimension
requiring additional training most, among all factors (M = 1.78). This pattern holds true
for activities relating to “analyzing trends”, which was shown to be the second-most
important activity as well as the second-most area requiring additional training.
In sum, this gap analysis was to identify areas requiring most training attention to
achieve success in the revenue-management profession. Our results clearly show that
there are two main dimensions in which hospitality organizations need to improve their
current training efforts in the revenue-management profession: “developing effective RM
strategies” and “analyzing trends.”

CONCLUSIONS AND LIMITATIONS
The results of this study suggest that developing effective RM strategies and
analyzing trends are important to revenue managers' success. While there are many day to
day activities, such as managing the property’s RM system and completing reports for
various constituents, the business acumen required to develop strategies and analyze
trends is indicated. Furthermore, a cache of communication skills that revenue managers
must have in order to be clear, flexible and credible when developing recommended
Published by ScholarWorks@UMass Amherst, 2009
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these strategies, is indicated in the results of the exploratory factor analysis. The skill of
the revenue manager to translate market intelligence into revenue management strategy
that is convincing for hotel leadership and communicating well with the sales team are
the skill areas with the greatest gap between successful performance and development.
Although the study did not address personality style, it may be that the outgoing
personality of the sales manager and the analytical style of the revenue manager create a
chasm in which the revenue manager must bridge through better communication.
Another issue, also not addressed in this research, is that the responsibility for
group pricing has been taken away from the sales manager and given to the revenue
manager. This could be a motivation for revenue managers to seek out training to develop
skills in persuasion and influence. Making a compelling case for pricing the property’s
offerings versus the customers’ needs as represented by the sales manager can be a
difficult task for the revenue manager.
Based on the age of the respondents and their time in position, two different types
of training tools may prove useful in bridging these gaps. First, simulation programs may
be an efficient method for new revenue managers to gain confidence in learning to apply
revenue strategies, and defend them at various stakeholder meetings. Pricing and
inventory strategy should be the focus of activities for developing future revenue
managers. Second, “speech and debate’ type role plays could be an effective technique
when using these simulation programs. The practice of defending a position in a nonemotionally charged environment will help to develop the confidence of the new in
position manager, along with the manager new to the revenue management discipline.
https://scholarworks.umass.edu/refereed/Sessions/Friday/19
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properties. The study presented here does not address the techniques used by large
companies with advanced software packages and dedicated support staff versus
individually owned properties with fewer resources.
Finally, while this study takes an initial step towards better understanding the
activities and training needs of professionals in the revenue management field, there are
some unknown areas that were not addressed in this project, but will need to be taken up
in future studies. What is not known is whether their decision to enter into the revenue
management function was a deliberate choice, or due to of lack of career growth
opportunities in another area of the hotel. Similarly, little is known about how sales
managers view their role in the revenue management function and their perceptions of
what the role of the Revenue Manager is in relation to their position responsibilities and
authority. As more organizations link the revenue management function with marketing,
the relationship between sales managers and revenue managers will continue to evolve.
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